Regulation 1541. Printing And Related Arts.

(1) Specid Printing Aid. The term “specid printing aid” means a reusable manufacturing aid which is

used by a printer during the printing process and is of unigue utility to a particular cusomer. Examples
of specid printing aids include, but are not limited to, dectrotypes, stereotypes, photoengravings, slk
screens, sted dies, cutting dies, lithographic plates, artwork, film, single color or multicolor separation
negatives, and flats.

(2) Printing Process. The term “printing process’ includes, but is not limited to, |etterpress,
flexography, oravure, offset lithography, reprography, screen printing, sed-die  engraving,
thermography, laser, inkjet, and photocopying.

(3) Reproduction Proof. A direct impresson of composed type forms containing type metter only or
type matter combined with dlip art, or a copy of that direct impresson made by any method including
the diffuson transfer method, and used exclusivaly for reproduction.

(4) Mechanica or Paste-up. Preparation of copy to make it camera-ready with all type and design
dements pasted on arthoard or illudration board in exact postion and containing indructions, ether in
the margins or on an overlay, for the platemaker. Also referred to as camera-ready art or camera:

r@y Ccopy.

(5) Clip Art. Prepackaged art (including photographic images), not produced to the specid order of
the customer, commercidly available on CD Rom, other eectronic media or by computer program for
useindigitd page layout. Images that are enlarged, reduced or rotated are not considered “ produced
to the specid order of the customer.”  When didributed in digita form, clip art is often referred to as
“click art”.

(1) SdAesbhy Printers. Tax applies to charges for printing of tangible personad property for consumers,

regardless of whether or not the paper and other materids are furnished by the consumer. The measure
of tax isthe tota gross receipts or saes price of the sde with no deduction on account of (a) the cost of
the raw _materids or other components, (b) labor or service cods of any sep in the process of
producing, fabricating, processing, printing, or imprinting the tangible persona property, or (c) any other
expenses or services that are a part of the sale. Services that are a part of the sde of tangible persond
property to consumers include, but are not limited to charges for overtime, set-up, die cutting,
embossing, folding (except as provided in subdivison (g) below), and other binding operations. Printers
may not deduct from the gross receipts of thelr sdes of printed matter charges rdated to ther
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typography work or the cost of typography or typesetting to them. Receapts attributable to such costs
areincudable in the measure of tax.

Tax appliesto aprinter's sdle of specid printing aids as provided in subdivision (C).

(2) Purchases by Printers. Printers are consumers of tangible persona property which is not sold
prior to use or physicaly incorporated into the article to be sold. Tax applies to the sde of such
property to the printer and also to any sdle subsequent to its use by the printer. Such property includes,
but is not limited to, machinery (e.g., printing presses, cameras, ectronic pre-press equipment, plate
makers), office equipment, and printing aids. Printers, however, may purchase specid printing aids for
resde as explained in subdivison (C).

reooqnltl on of the unique utlllty that spead pri ntl ng ads ha/e to the s@le of pri nted materld and the need

to avoid burdening businesses with unnecessary paperwork, the following presumptions shall apply.

(1) With respect to sales of printed materid ultimately subject to sdes tax, or sdes to the U. S.
Government, it shdl be presumed that the sdlling price of the printed materid indudes the sdlling price of
the specid printing aids and that title passed to the customer, irrespective of whether or not the printer
separatdy itemizes the specid printing aids. It shal be further presumed that the printer, or other
resdler, discussed in the following paragraph, made no use of the specid printing aids prior to their sde.
Accordingly the printer may purchase the specid printing aids for resde.

“Ultimately subject to sdes tax”, means dther the printer's sde of the printed materia and specid
printing aids is subject to sales tax or is an exempt sde to the U. S. Government, or if the printer’s sde
of the printed materid is for resde, a subsequent sde of the printed materia and specid printing aids is
subject to Cdiforniasaestax or is an exempt sdeto the U. S. Government.

When the printer’s sde of printed materid is a sde for resde, as described in the above paragraph,
unless the printer timdy takes a valid resde catificate in good fath that sates the specid printing aids
ae to be purchased for resde, tax is due on the sdlling price of the specid printing aids whether or not
the sdling price is separatdy itemized. The sdling price of the specid printing aids is deemed to be the
sales price of the specid printing aids, or their components, to the printer regardless of the amount of the
separatdy stated charge, if any, for the specid printing aid. The printer need not separately charge sdes
tax_reimbursement to their cusomer and if the printer has paid sdes or use tax on the sdlling price of the
specid printing aids or their components to the printer, no additiond tax is due.

Theterm “specid printing aids’ on aresde cettificate shdl be sufficient to cover dl specid printing aids
as defined in subdivison (a)(1).
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(2) If aprinter does not wish to sall specid printing aids in connection with the sde of printed materid
ultimately subject to sdes tax or sold to the U. S. Government, described in (c)(1) above, the following
satement should be included on the sdes invoice: “The sdling price of the printed materia does not
include the trander of title to the specid printing aids” The printer would then be the owner and
consumer of the specid printing aids. Tax would gpply to both the retail sde of the printed materid and
the cost to the printer of the specid printing aids.

(3) With respect to dl other sdles of printed materid, as for example, sdes in interstate commerce,
sdes of exempt newspapers or periodicals, or saes of exempt printed sales messages, it shal aso be
presumed that the salling price of the printed materid indudes the sdlling price of the specid printing ads
and that title passed to the customer irrespective of whether or not the printer separately itemizes the
specid printing aids. [t shal be further presumed that the printer made no use of the specid printing aids
prior to their sale. Sdes tax is due on the sdling price of the specid printing aids whether or not the
sling price of the specid printing aids is separatdly stated. The sdling price of the specid printing aids
is deemed to be the sdes price of the specid printing aids, or their components, to the printer regardless
of the amount of the separately stated charge, if any, for the specid printing aid.

The printer need not separately charge sales tax reimbursement to thelir cusomer and if the printer has
paid saes or use tax on the salling price of the specid printing aids or their components to the printer, no
additiona tax is due.

However, sdes tax is not due on the sdling price of the specid printing aids discussed in (6)(3) if the
printer timely takes a vdid resde cetificate in good faith that Sates the specid printing aids are to be
purchased for resdle. Theterm “specid printing aids’ on a resde cetificate shdl be sufficient to cover
al specid printing aids as defined in subdivison (Q)(1).

Persons issuing resde certificates for specid printing aids as discussed in (€)(3) are then lidble for the tax
on their sdling price of the specid printing aids irrespective of whether or not the printer separately
itemized the printing aids to the person issuing the resde certificate and notwithstanding that the printed
materid is exempt from tax as for example, asde in interstate commerce, a sde of exempt newspapers
or periodicas or a sde of exempt printed sdes messages.  In no event shdl the sdling price of the
specid printing aids be less than the sdling price of the specid printing aids, or their components, to the
printer.

If the printer’s sdle includes both a sdle of printed materid ultimately subject to sales tax, as described in
(c)(1) above, and asale of printed materia as described in (€)(3) (“split sA€’), tax is due on the sdling
price of the specid printing aids. Absent a separate itemization, aslong astax is reported on an amount
equd to at least the sdlling price of the specid printing aids or their components to the printer, no further
tax will be due on the sdlling price of the specid printing aids.

(4) If aprinter does not wish to sl specid printing ads in connection with al other sde of printed
materia, as discussed in (€)(3) above, the following statement should be incdluded on the sdes invoice:
"The saling price of the printed materiad does not include the trandfer of title to the gpecid printing aids."
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The printer would then be the owner and consumer of the specid printing aids. Tax would apply to the
codt to the printer of the specid printing aids.

(5) No other proof shal be required with respect to passage of title on specid printing aids.

(d) Color Separators.

matenal—s—teﬂewmg—t-ha—r—em—by—t-he—m%The aopllcatlon of tax to prlnters a explaned in subdlwsons
(b) and (c) also applies to color separators. Color separators are consumers and not retailers of

tangible persond property which is not sold prior to use or physicaly incorporated into the article to be
sold. Tax applies to the sale of such property to the color separator.  Examples of such property
include, but are not limited to, filters and screens, trid proofing materids, digposable lithographic plates,
and developing chemicads which do not become incorporated into the article sold.

Color separators or printers may purchase property such as photographic film for  making
trangparencies, masks, internegatives, interpodtives, haftone negatives, composites color separation
negatives, goldenrod paper and mylar plagtic used in making flats, scotch tape used in gtripping
negatives into flats, developing chemicas which become a component part of negatives and positives,
proofing materid and ink used in making find proofs, progressve proofs, and smilar items, which are
smilar in function to specid printing ads as defined in (a)(1), dl commonly referred to as “color
separator working products’ for resde when title to such property passes to the customer prior to use
by the color separator or the printer as described in subdivison (€). The term “color separator working
products’ on aresde certificate shdl be sufficient to cover al such products.

Charges for dterations of film work for $100 or less shal be consdered charges for restoring property
to its original condition and not subject to tax. Charges greater than $100 shal be considered charges
for fabrication labor and subject to tax.

(€) Composed TypeHFEMSPIRCHASED BY-PRINTERSFORRESALE:

paper—pLat-&s.—TaX does not applv to the fabrlcatlon or transfer by a tvpoqraoher or tvpesetter of

composed type, or reproduction proofs of such composed type to printers to use in the preparation of
printed matter. The compostion of type is the performance of a service, and tax_does not apply to
charges for such service, unless that service is a part of the sde of printed matter. Tax applies to the
gross receipts from the sde of printed matter without any deduction for the charge for typography. See
subdivison (e)(3) below for the application of tax to charges for transfers of composed type combined
with artwork.
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Typographers and typesetters are the consumers and not_retailers of materids, such as typesetting
machinery, metd forms, gdleys, proofing paper, and cleaners which are used in the performance of ther
sarvice and are consumers of materids transferred to their customers incidenta to the performance of
nontaxable typography or typesetting services, such as dip art that is combined with text on the same

page.

Composed type includes type together with lined borders and plain, straight, fancy, or curved lines.
Composed type dso includes charts, tables, graphs, and smilar methods of providing information.

(2) Photocompostl on ( Including Phototypeeettl ng and Computer Typesti nq) A-PPI:I-GA—‘I’-IQN—QF

does not apply to the composing of tvpe reqardlees of whether the typeis composed by means of such
smplified methods as standard typewriter, desktop publishing, Varityper or Justowriter; by means of
photolettering or _headlining machines, or by means of a photocompostion (including computer
photocomposition) method. Tax does not apply to the transfer, whether temporary or permanent, of
the direct product of the type composition service or copy thereof (e.g., typeset matter direct from the
typesetting machine ready to be cut and pasted up for reproduction or computer generated type), if that
product contains text only or text combined with clip art, whether that product is a paper or film
(negative or positive) product, provided the product or copy isto be used exclusively for reproduction

The trandfer of cameraready copy containing text only or text and clip art in the form of a paste-up,
mechanical, or assembly, or a camera-ready reproduction of such, is the transfer of composed type and
the charge made by the typographer or typesetter to his or her customer is not subject to tax. Tax does
not apply to the transfer of a direct photoreproduction of type composed by means of a photol ettering
or headlining machine or other Smilar device

Camera-ready copy which is produced through the use of desktop publishing software and a persond
computer is nontaxable composed type provided it does not contain artwork other than dip art.

Tranders of plates and mats for use in the printing process which are produced using composed type
are subject to tax, and tax applies to the entire charge made to the customer including any portion of the
charge atributable to the type compostion service, whether that charge is separately sated or not.
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Tranders of engraved printing plates and duplicate plates such as dectrotypes, plagtic plates, rubber
plates, and other plates used in |etterpress printing are subject to tax. Similarly, trandfers of exposed
presengtized, wipe-on, degp-etch, bi-meta and other plates used in offset lithography or of exposed
plates produced by a photo-direct method, do not qudify as transfers of reproduction proofs of
composed type and are subject to tax. A transfer of gdatin coated film to be transferred to fine mesh
slk in the slk-screening process is subject to tax.

pa#H%—pner—te—the—ueeef—thepmperty—Artwork other than cI|p at comb| ned W|th composed type on the
same page, is not composed type. The term “artwork” includes, but is not limited to, illustrations (e.q.,

drawings, diagrams, haftones, or color images), photographs, drawings, paintings, handlettering, and
computer generated artwork. If the bags for billing is on a per page bass, any page with artwork is
subject to sdes tax and any page with only text, or text and clip art is not subject to tax. If the basis for
billing is lump sum, the ratio of pages containing artwork to the total number of pages, applied to the
lump sum charge, represents the retail sdling price of the artwork and is subject to tax, but in no event
shdl the retail sdling price of the artwork be less that the sdlling price of the artwork, or its components,
to the typographer.

However, if the ratio computed above is 10% or less, the true object of the sde shdl be deemed to be
asde of typography services and the typographer is the consumer of the artwork. Tax aoplies to the
sdling price of the artwork, or its components to the typographer. Tax does not apply to the sde of the
typography service as explained in (6)(1).

() Transfers of Information on Computer Disk or Other Electronic Media. COMPOSEDTY-PE-
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The trander by the sdler of the origind information crested by combining more than one computer
program into specific ingructions or _information necessary to prepare and link files for eectronic
transmission for output to film, plate, or direct to press is not subject to tax when transferred by
computer disk or other eectronic storage media and the origind_information is a custom computer
program. Such a process, currently termed “eectronic or digital pre-press ingtruction,” creates a new
program which shall be considered a custom computer program as defined under section 6010.9 of the
Revenue and Taxation Code and is not subject to tax if the ectronic or digitd pre-press ingruction is
prepared to the specid order of the customer. The dectronic or digital pre-press indruction shal not,
however, be regarded as a custom computer program if it is a “canned” or prewritten computer
program which is hdd or exigting for generd or repeated sde or lease, even if the dectronic or digitd
pre-press ingruction was initidly developed on a custom basis or for in-house use.




Regulation 1541. Page 8
PRINTING AND RELATED ARTS.

(9 Maling—PRESSED-MATS: Tax does not apply to charges for postage or for addressing for
the purpose of mailing (by hand or by mechanicd means), folding for the purpose of mailing, endlosing,
seding, preparing for malling or mailing letters or other printed matters, provided such charges are
sated separatdy on invoices and in the accounting records.  Tax applies, however, to charges for

envelopes.
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& Signs, Show Cards, and Posters. Tax applies to retail sales of signs, show cards, and posters, and to
charges for painting signs, show cards, and posters whether the materials are furnished by the painter or by
the customer.

Tax does not apply to charges for painting or lettering on rea property. The painter or letterer is the
consumer of the materias used in such work, and tax applies with respect to the sale of such property
to him.

NOTE: Authority: Section 7051, Revenue and Taxation Code.
Reference: Sections 6006-6012, Revenue and Taxation Code.




